This paper studies the link between stock returns and size and book-to-market equity effects for 10 companies listed at the Suriname Stock Exchange. We analyze the cross-sectional variation in average returns and we find that there is apparently no size effect, but there is a value effect. The findings are broadly in line with those for other emerging markets documented in the literature.
Introduction
Emerging markets have grown rapidly and have received much attention in the past years.
According to Barry et al. (1998) and Fama and French (1998) , these markets are generally related to high returns and high volatility. Hence, there is a growing interest for factors determining stock returns on emerging markets.
Prior studies concerning the determinants of stock returns in developed markets (largely limited to the US) have produced results in which a number of firm-specific factors contribute in explaining the cross-section of average returns. Banz (1981) presents in perhaps the first relevant empirical paper evidence on the relation between (firm size) and US stock returns. Stattman (1980) and Chan et al. (1991) find a positive relation between the book-to-market equity ratio of a company and the average returns on US and Japanese stocks. Fama and French (1992) provide evidence that a combination of size (ME) and book-to-market equity (BE/ME) is better able to capture the cross section of stock returns than the market betas alone. In addition, Basu (1983) finds a positive relation between earnings-to-price ratio (E/P) and the average returns on US stocks. These studies indicate that the average returns of small stocks are higher than those of large stocks (known as the size effect), and that stocks with high BE/ME and E/P ratios have on average higher returns than stocks with low ratios. This is called the value effect.
For emerging markets, a number of empirical studies have also demonstrated that size and value factors play a significant role in explaining the performance of stock returns; see for example Fama and French (1998) , Claessens et al. (1998) and Barry et al. (2002) .
In this paper we investigate whether size and value effects play a major role in explaining the behavior of stock returns, where we focus on the Suriname Stock Exchange (SSE), a stock exchange that has never been analyzed as such. The SSE is a young and growing market in the Caribbean area, where Suriname is located north of Brazil and is bordered by Guyana and French Guyana to the west and east, respectively. The SSE represents an underdeveloped market as compared to developed markets and various other emerging markets, due to a relatively limited trading and a small number of listed companies. The market is also quite illiquid. For more details, see Bodeutsch and Franses (2012) .
Our study builds on the research of Fama and French (1992) where we investigate the relation between stock returns and size (ME), book-to-market equity ratio (BE/ME), and earnings-to-price ratio (E/P). We extend the empirical evidence on emerging markets to Suriname by using data of 10 of the listed companies (for which we could collect the data) of the SSE for the period 2003 to and including 2012. These accounting variables, that is, market value of equity, book-to-market equity and earnings-price ratios, seem able to capture the crosssectional variation in average returns even though they have some peculiar properties (as we will discuss in the data analysis section). The results are broadly in line with those for other emerging markets documented in the literature. As a courtesy to the reader we present the data in the appendix, as these data have never been compiled and published before.
The outline of our paper is as follows. In Section 2, we discuss some elements of the relevant literature on size and value effects of a number of developed and emerging stock markets. In Section 3, we describe the data collection and in Section 4 we turn to the data analysis. We conclude with a discussion and the main implications from our study.
Relevant literature
The seminal study by Fama and French (1992) presents evidence that the factors size (market capitalization, ME) and book-to-market equity ratio (BE/ME) have explanatory value for the cross-section of returns on US stocks. These factors are capable of explaining variation in returns beyond market risk. They examined the combined role of market beta (β), ME, E/P, leverage and BE/ME in the cross-section of average returns of US stocks for the period 1963 to and including 1990. The results indicate a negative relation between ME and average stock returns. With regard to BE/ME, E/P and the average returns there is a positive relation, implying that high BE/ME and high E/P stocks have higher average returns than stocks that are low on BE/ME and E/P. Fama and French (1998) extend this type of research to other developed countries with major markets and also to developing countries with emerging stock markets, where they address the sample-specific nature of their results. Interestingly, the negative relationship between size and stock returns is also found in emerging markets, that is, stocks of small firms have higher average returns than stocks of large firms. Furthermore, the authors document international evidence which captures the value premium in stock returns generated by BE/ME, E/P, C/P and is a compensation for risk associated with relative distress. Hence, firms with high BE/ME, E/P, C/P and Div/P, which are also known as value firms (firms in distress and poor earnings), have high average returns. At the same time, firms with low BE/ME, E/P, C/P and Div/P, which are labeled as growth firms (firms with high earnings), have lower average returns. Claessens et al. (1998) study the relationship between stock market returns and size and value effects using cross-sectional stock returns from 19 emerging markets for the period 1986-1993. Some of the results presented in this study are in contrast with the results documented for developed markets. Remarkably, in 11 of the 19 studied markets it is found that size is positively related to stock returns, meaning that stocks of larger firms create higher returns. They also documented evidence of BE/ME effects, but the direction is also often opposite to the results of Fama and French (1998) . With regard to E/P, for 6 of the markets it has a positive effect on stock returns, and this is on par with the results of Fama and French (1992) , while for the remaining 13 markets no significant relation is found between E/P and stock returns. Barry et al. (2002) indicate in their research that the legitimacy of size and value effects based on BE/ME has been disputed by a number of authors. Some of the discussions are whether such effects hold generally or whether they are specific for the chosen sample or due to the different methodologies employed. Hence, these authors examine the robustness of the size and value effects using a sequence of different methodologies. This results in new evidence on the size and BE/ME effects in 35 emerging markets for the period 1985-2000. Their evidence strongly supports the presence of a book-to-market effect of the same kind as in other markets, but the evidence is considerably weaker for the size effect.
Recently, Borys and Zemčik (2011) focus on the occurrence of size and value effects on emerging stock markets in the Visegrad countries. Following Barry et al. (2002) , they also raise some issues to define the behavior of stock market returns. The issues stated are whether the size and value effects are an international development and not confined to the US and whether the relationship between stock returns and size and value factors have a global or country-specific character. Their results indicate that size and book-to-market equity do have an effect on stock returns, albeit that the effects are smaller than those obtained in Fama and French (1998) .
Data collection
Our study uses data from 10 of the listed companies of the Suriname Stock Exchange (SSE) from [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] , and these are the 10 for which we could collect data. For 2 other companies there were too many missing data. Whereas financial data of emerging stock markets is widely available, data on the SSE is not easily accessible. It took us half a year to collect the data, which was mainly due to the fact that we had to personally collect the annual reports which are not always publicly available. The returns data are derived from the half-monthly reports of the SSE which are the result of a manual trading system; see Bodeutsch and Franses (2012) . The data to construct the firm-specific factors are derived from the companies' annual reports. Due to the public unavailability, the annual reports (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) were collected in various different ways.
We contacted the listed companies, we consulted the companies' websites (if available) and we collected data straight from the SSE. Also, it turned out possible to obtain certain annual reports from the Chamber of Commerce and Industry of Suriname.
We use market capitalizations to create the size factor. Size (ME) is calculated by the number of shares outstanding multiplied by a stock's closing price. The firm-specific factors that we analyze to examine the value effect are the book-to-market equity ratio and the earnings-toprice ratio (the inverse of price-to-earnings ratio). Book-to-market equity (BE/ME) is the ratio of the book value of common equity to its market value and earnings-to-price (E/P) is the ratio of earnings per share to a stock's closing price.
In the Figures 1 to 4 we provide an overview of the development of the stock prices, market value, book value and earnings per share of the 10 companies listed on the SSE for the period 2003 to 2012. As a courtesy to the reader, we provide the data we collected in the Data
Appendix. An NA marks a missing value.
Data analysis
We have annual data on 10 stocks for the end period 2003 to and including 2012. For each year T, we run the familiar regression , , ,
where log denotes the natural logarithm and where i = 1,2,..,10, and P is the stock price, ME is market value (size), BE is book value and EPS is earnings per share. We have no data on dividend payments, so this variable is not included.
We Table 1 we will each time present the actual sample size used.
Based on Fama and French (1992) we would expect β 1 in (1) to be negative, β 2 to be positive and β 3 to be positive too. However, when we consider all equations as being part of a larger system, as in Table 2 , we observe that the estimate of β 2 has the expected sign, is significant, and has a value which is quite close to the value in Table III of Fama and French (1992) .
Conclusion
This paper has considered the 10 foremost important companies in Suriname, their stock market performance and the link between that performance and fundamentals. Using the approach of Fama and French (1992) , we have found that there is apparently no size effect, but there is a value effect. Book-to-market equity (BE/ME), which is the ratio of the book value of common equity to its market value has the expected positive effect on stock returns. This ratio acts as a measure for past performance. Companies with a high BE/ME ratio (known as value firms) are related to poor performance in the past (low stock prices, poor earnings, and distress). So, also in Suriname, value firms have high stock returns which can be seen as an important factor for the Surinamese market and ultimately the investor. We could not find any significant size effects in Suriname, but this may also be due to the small sample. Anyway, the sign of the size effects is different than usually encountered (as it is positive), and this corroborates well with the findings in related studies on emerging markets.
The implications of our study are the following. Up till now, the Suriname Stock Exchange has not been fully considered as a source of capital. However, Suriname can benefit from the evidence of our study for the following reasons. Fama and French (1992) In addition, value firms not listed on the SSE, seeking capital to finance their growth, can be motivated to be listed on the SSE. According to the indicators size (measured by the number of companies listed and the MCAP/GDP ratio) and liquidity (measured by turnover/GDP and turnover ratio), the SSE has not grown remarkably in the past years (see Bodeutsch and Franses, 2012) . As a result, these firms can ensure that the number of firms listed on the SSE increases.
However, in order to stimulate the development of the SSE which can propel economic growth, the Surinamese government should facilitate better stock market performance through for example improved disclosure requirements and settlement procedures. System 1 sets the intercept term equal to 0, while System 2 allows it to be equal across equations. 
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